By CHARLES A. WAITE and JOSEPH C. WAKEFIELD

Fiscal Year 1982 Federal Budget Revisions

IH mid-February, the new administra-
tion proposed a substantial policy
change designed to slow inflotion, en-
courage zaving onnd Investment, nnd
stimulate econemic growth. The plan to
achieve thess objectives ha= four ports:
(1) a zharp reduction in the growth of
Federal spending; (2) substantial tax
cuts; {8} elimination and modification
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of ¢certain Federal regulations deemed to
hampar economic aetivity; and (2] a
slower growth in the supply of money.

On March 10, the ndministration sub-

mitted, to Congress a detailed revision
of the Aseel year 1082 budget proposed
in Fanuary by the previous ndministra-
tion. The mejor revisions ave:

¢ A reduction in nondefense spend-
ing;

® An increase in defense cpending;

» A reduction in marginal individual
intome tax rates, phaced in over
three years; snd

& A change in depreciation rulas, ra-
sulting in an increase in business
depreciation silowaness,

Nondefense spending is reduced $8.5
billion in 1981 and $4%.4 billion in 1882,
New economie assumptions and tech-
nioal reestimates pocount for part of the

reductions. However, the major factor
is propased reductions affecting slmost

all nondefense progrems. Specificalty
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exainpt from redmctions are so-cslled
“epoisl safety net” progroms. These in-
elude basio social security beneflts for
the eldarly, medicare, railroad retire-
ment, supplemental secvrity incems,
bagio wnemployment insnrance, and cer-
tain veterans' benefits,

Dofense spanding is inerensed $1 bil-
lion in 1981 ond $44 billion in 1982,

Tablo 6,—Breakdown of Changes in Fedecal
Reoceipts, NIPA Basls
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SURVEY OF CURRENT BUSINESS

Mozt of ths ndded spending 15 for aper-
stion and mamtenance ond for militavy
pay inerenses. The ndministrotion nlan iz
adldng for substantially more spending
puthority in 1982 than requested by the
previous administration, prinsipally for
procurament of weapons olready in

- praduction.

The individual income tax proposal
reduees toxes P64 billion in 1981 nnd
$44.2 billion in 1982. Under the pro-
poanl, tax lishilities are reduced, as com-
paved to present law, 5 percent in calen-
dar year 1881, 15 percent in 1582, 25 per-
cent in 1988, and 80 percent in 1984,
Withholding vatea are reduced 10 per-
cent on July 1, 1881, and on January 1
of succeeding years in ovder o malch
the redluction in liabiiities, A Inrge shors
of the preposed rate reduction offsets
tax increases resulting from already—
anacted incresses in social security pey-
voll taxzes and “bracket creep.” The Int-
ter is the effect on taxpeyers of being
pushed into tax brackets with higher tax
ratea aa inflation boosts dellar incomes.

Tha proposed changs in depreciation
rules reduces receipes $2.5 billion in 1881
nod $2.7 billion in 1982, The deprecia-
tion proposel is o slightly medified ver-
sion of the 10-5-3 plan discussed in Con-

25

Talile 5. =Relatlapn of Federal Govarnmeaent
nditures im the Netional Income
E:Iﬂ Produet Aecounts te the Unified

[BitHone af dedlars]
Flsual year
105 1AL Hi2
Unlited badgel CUMTD. . ccararee| SR E | GR2 e 3
1.0 [
-2 0| =1hT
.2 .2
Flmanclol foanesclione:
N‘ullundln;...... o] 204 w3
(2171 -3 1 -1
Hek purchossa o lumd:
LhIter Conlinankol
[ N ] -7
.................. A ) 2
Flur Holtiog dllarsnces
Contriutione W w-r
ok am
timmenk J—— A3 7 w2
L] 4.0 +9 LN
Timing difwonces;
Metional dofom pur-
[ T T N T P =-L8
anmmranansawrnnnna| =3[ =H1 -3
b LT 1T T 2 0 W2
Equate: PFodurs] Gararmmmnt oz
peniilures, NIPA. ..cccearaiees HL2]| L LI

mress lost year. The proposnl assigng
depreciabla lives of 1 years to mast in-
dustrial byildings, 3 years to cars and
light, trucks, and & years to other equip-
ment. T& is vetroactive to Jenuary 1,
1981, The revenue losses in 1881 and
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1582 ara relatively small becaunsa the
deprecintion changes are phased in over
b yerrs, Lut incrense rapidly in lager
years, reaching $35 billion by 1989.

Foonomic assumptions.—The eco-
nomis assumptions undeclying the fiseal
year 1952 budget revisiong are shown
in table 1. Gross nationnl preduct
(GIP) is foreanst to increase about 114
percent from the fonrth quarter of 1980
to the fonrth quarier of 1981 and 514
percent. to the fourth quorter of 1982.
Real growth is stuggish unti? the second
half of 1881 snd piclks up thereafter
when the administration's program isin
place. Prices, 15 mensured by the GNP
dafintor, inerease #1a percent to the
fourth qunrier of 1981 and 734 percent
to the fourth quarter of 1982, The un-
employment rata ig forecast to increase
to 7.7 percent in the fourth quarter of
1981 and to decline to 7 percant by the
end of 1982,

Unified budget

The unified budget deficit decreases
from $54.9 billion in fiscal year 1981 to
$46 billion in fscnl yoar 1962 {table 2).

Despite the tax reductions, recsipts in-
erease $50 Lillion—or 8.3 percent—in
1982, to $850.3 billion. Receipts in 195t
are $600.3 billion, up 15.4 percent from
1980, Roughlg,r B0 peroemt of the 1082
Inerease is pecounted for by soeial insur-
onge taxes and contributions and by ex-
¢ize taxes.

Outleys inerease $40.1 billion—or 6.1
percent—in 1982, to $695.3 Lillion, Out-
loys in 1981 are $655.2, up 13 pereent
from 1980¢. Netionel defense outlays in-
craase 326.7 billion, accounting for two-
thirds of the 1982 increase. Nondefensa
outlays increase $13.4 hillien. Outlays
for income security, health, and interest
mara than aceount for the incrense; all
ather ontlays, taken togother, decline.
Thess “all ather outlays,” which account
for less than one-fifth of the total
budget, will be 15 percent below their
1980 level if the budget estimatcs
inaterinlize.

Federal sector of the NIP A%

BEA has preparved estimnates of the
Federal sector on the national income
and produst necounting {NIPA) basis
consistent with the rovised unified
Ludget estimates {table 3). Details of
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the NIFA estimmtes consistent with the
Jomnyy budget appent in Spocial Anal-
yaes, Budaet of the United States Gov-
ernment, Fiseal Fenr I08Z, “Special
Analysis B.¥

Estimates of the Federal sector are
intograted comceptually and etatisii-
cally with the rest of the NIPA's, and
differ In scvernl yespects from tho uni-
fied budget. Unlike the unified brdget,
they exclude Enancial tronshctions, such
ns loans, and record several categories
of veceipty and expenditures on & &im-
ing lnsis that iz different from the
budget. {For a meve detniled discuzsion
of the <ifferences, sce the February 1080
SBunvev or Corrent Bustvess,) Toble 4
shows the wrelation Dbetween unified
budget nnd NIPA receipts and dable 5
shows the 1elation between unified
budget outlays and NIPA cxpendituees.

Federol veceipta an the NIP A basisin
1982 nro $665.0 billion, np $55.5 billion
fraom 1881, The increase is the net re-
suli of an $89.2 hillion increase due o
higher tax bases and o $88.7 Lillion de-
crease due to tax changes {table 8).

Federal expenditures on the NIPA
bnsts in 1982 are $707.1 billion, up $d44
billion: from 1881. As shown in table 7,
social seenrity henefits acoount for over
one-helf of the 1882 increase; pay and
pensions for Federal employees and net
interest peid are also nwp. Reductions
oocur in verious grants-in-aid to State

-and local governments, in unemploy-
ment benefits, and in agricultural
snbsidies,

Table § shows & more detniled break-
down of the expenditure revisions o
the January budget. The 1882 revisions
are the net result of $56 billion of re-
fuetions nnd $17 billion of nerenses.
The reduetions nre coneentrated in

SURVEY OF CURRENT RBUSINESS

grants-in-aid, transfer paymants to per-
sone, and nondefense purchases. The
Invgest inerense occurs in national de-
fenso purchnses. Table 9 shows tle reln-
tion between nationnl defonse outlays
in the unified hndget and national de-
fense purchases on e NIPA basie.

Queartarly patlernn—On o quarterly
basis, the Federal deficit peaks in the
third quarter of 1081 wheh incoms tax
withholding Tates are cut and social
seenvity benefits nre incressed. The
defieit declines thereafter; expenditurs
increases are moderate and receipts xo-
bownd following the expected cconomie
exponsion (table 13},

The quarterly pattern is estimated by

- BEA with the cooperation of the Office

of Manngement and Budget, the Social
Security Administration, and the De-
partments of Agriculture, Labor, and
Trensury. Receipts reflect the patiern
of legislation consistent with the budget
revisions and the sdministeation’s
projected quarterly pattern of wages
and profits. Expenditures vefleck the
pattern of proposed legislalion and
selected other items, such ns cost-of-
living increeses in retivement benefits
and pay raises for Federal empleyess.
All estimuntes oro seasynally adjusted
ab annual rates,

High-employmend surplur or defi-
git,—The high-employment snrplus is
an eetimata of the amount hy which
Federal revenues would exceed Federal
expenditures if the economy were oper-
ating at & hizh-employment levs] of
ackivity at curvent prica lavels Conse-
gquently, eyclien]l fluctnstions in the
economy do not affect high-employment
budret receipts or expenditnres. The
high-employmant surplus iz therefors
o mexsure, althongh an imperfact one,

Aprlt 1981
Table ll.—!ﬁli?h-Em ment Surplus or
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of discretionnry fiscal policy. (Bee the
November 1980 Survey for & discussion
of the limitations of the high-employ-
ment budget and BEA's new meth-
odology for caleolating it.)

Az meazured on o high-employment
basis, the Federal sector of the NIPA's
waa in deficit in calender year 1380 and
is forecast to be in surplus in 1881 snd
1982. The swing to surplus is concen-
teated in the first half of 1981, refleci-
ing the larga ingrease in social security
texea in January and an inerepse in the
windfnll profits tax resuliing fmom tha
complete decontrol of domestic oil
prices in January. Thereafter, the sur-
plua is reduced semewhat: the suhse-
quent cuarterly pattern reflects pri-
marily the proposed tax reductions and
increases for social seenrity and Federnl
pay roises (table 11).




